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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Department 
of  Public  Service  Regulation  for  the  year  ended  June  30,  1976. 

The  audit  was  conducted  by  Vern  Hoven  and  Company  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not  neces- 
sarily the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a  ready 
reference  to  the  supporting  comments.   The  full  replies  of  the  Depart- 
ment of  Public  Service  Regulation  and  the  Department  of  Administration 
are  included  in  the  back  of  this  report. 

Page 

Implement  a  system  of  internal  control  over  cash  collec- 
tions consistent  with  the  guidelines  as  set  forth  in 
the  Montana  Administrative  Manual.  8 

Agency  Reply:   Concur.   See  page  32. 

A  proper  system  of  issuing,  cancelling  and  accounting 

for  authority  stamps  should  be  installed.  9 

Agency  Reply:   Concur.   See  page  32. 

A  registry  of  keys  be  prepared  for  the  file  safe  and 

the  files  safe  be  secured  to  the  wall  or  floor.  9 

Agency  Reply:   Concur.   See  page  32. 

All  leave  requests  be  approved  by  supervisors  and 
submitted  to  centralized  services  in  advance  of 
employee  taking  requested  leave.  10 

Agency  Reply:   Concur.   See  page  33. 

The  centralized  services  administrator  should  internally 
review  at  random  intervals,  the  leave  records  of  the 
centralized  services  personnel.  10 

Agency  Reply:   Concur.   See  page  33. 

Initiate  separation  of  payroll  functions.  10 

Agency  Reply:   Concur.   See  page  33. 

Pre-payroll  listings  and  time  records  should  be  certified 

by  each  division  administrator.  10 

Agency  Reply:   Concur.   See  page  33. 

Verification  of  time  records  should  be  performed  on  a 

sample  basis,  by  the  Commission.  10 

Agency  Reply:   Concur.   See  page  34. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


All  Employees  personnel  records  should  be  reviewed  for 

completeness  and  accuracy  on  an  annual  basis.  11 

Agency  Reply:   Concur.   See  page  34. 

Employees  should  be  encouraged  to  properly  endorse 

warrants  to  assure  proper  delivery.  11 

Agency  Reply:   Concur.   See  page  34. 

We  question  the  propriety  of  using  this  "independent 
contractor  status"  method,  either  to  supplement 
retirement  income  of  any  retired  employee  or  to  pay 
"employees"  for  services  rendered.   It  is  our  feeling 
that  an  employee-employer  relationship  exists,  not 
an  independent  contractors  relationship.   Various 
federal  and  state  laws  may  have  been  violated,  such 
as  federal  and  state  withholding,  unemployment 
insurance,  and  Workmen's  Compensation  insurance. 
We  feel  the  present  method  of  compensation  should 
perhaps  be  replaced  by  establishing  a  true 
employee-employer  relationship.  12 

Agency  Reply:   Concur.   See  page  35. 

Accounting  entries  to  liquidate  travel  advances  should 

be  completed  promptly  and  accurately.  12 

Agency  Reply:   Concur.   See  page  36. 

The  system  should  be  completed  and  in  the  future 

maintained  on  a  current  basis.   These  records  would 

provide  substantial  assistance  to  the  Department  in 

not  only  taking  the  actual  physical  inventory  in  the 

future,  but  also  in  maintaining  proper  control  of 

the  actual  assets  entrusted  to  its  care.   In  addition, 

we  recommend  that  the  Department  of  Administration 

establish  a  detailed  uniform  inventory  system.  13 

Agency  Reply:   Concur.   See  page  36. 

Department  of  Administration  Reply:   Concur.   See  page  51. 

Action  should  be  taken  to  transfer  the  dishonored  check 
to  the  Department  of  Revenue  for  disposition  in 
accordance  with  Board  minutes.  14 

Agency  Reply:   Concur.   See  page  36. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


The  appropriate  representatives  from  the  Department 
should  meet  with  state  officials  from  the  Department 
of  Administration  to  determine  a  more  workable  solution 
for  handling  the  financial  support  mechanics  of  the 
program.  14 

Agency  Reply:  Concur.  See  page  37. 
Provision  should  be  made  to  comply  with  this  statute.  16 

Agency  Reply:   Concur.   See  page  38. 

Provisions  should  be  made  to  comply  with  this  statute.  16 

Agency  Reply:   Total  compliance  is  not  possible  with 
present  staff  and  budget  levels.   See  page  38. 

It  is  our  suggestion  that  untranscribed  tapes  be  submitted 

to  the  secretary  for  safekeeping  as  required  by  statute.       16 

Agency  Reply:   Concur.   See  page  38. 

The  Legislature  should  analyze  this  law  passed  in  1907  and 
judge  if  this  work  is  not  being  better  accomplished  by 
other  state  and  federal  agencies  such  as  O.S.H.A.  and 
the  State  of  Montana  Worker's  Compensation  Division. 
To  require  the  board  to  comply  fully  with  this  statue 
would  seem  to  cause  unnecessary  duplication  in  state 
and  federal  agency  performances  and  require  a  drastic 
increase  in  budget.  17 

Agency  Reply:   Do  not  concur.   See  page  39. 

Provisions  should  be  made  to  insure  that  this  system  is 

installed  and  compliance  of  this  statute  is  assured.  17 

Agency  Reply:   Do  not  concur  since  the  system  has  been 
installed,  and  compliance  is  in  process.   See  page  39. 

We  recommend  this  practice  of  giving  extenstions  be 

ceased.  18 

Agency  Reply:   Do  not  concur.   See  page  39. 

Analysis  of  this  section  should  be  done  by  the  legislature 
and  the  agency  to  ascertain  if  this  statute  should  be 
retained  or  enforced.  18 

Agency  Reply:   Concur.   See  page  39. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


This  statute  should  be  complied  with  and  proof  of 
publication  be  retained  in  separate  files  for 

I  Q 

analysis.  ±0 

Agency  Reply:   Due  to  present  budget  levels,  it  is  not 
feasible  to  comply.   See  page  40. 

Attempt  should  be  made  to  comply  with  this  section.  19 

Agency  Reply:   The  agency  believes  it  is  complying.   See 
page  40. 

Provisions  should  be  made  to  comply  with  this  statute.  19 

Agency  Reply:   Concur.   See  page  40. 
Provision  should  be  made  to  comply  with  this  statute.  19 

Agency  Reply:   Concur.   See  page  40. 

Require  that  this  statute  be  enforced  or  request  the 
legislature  to  change  this  section.   It  is  not  good 
policy,  in  our  opinion,  for  the  legislature  to  dictate 
office  procedures  through  the  statutes.   More 
efficiency  would  be  involved  if  the  agency  could 
direct  or  the  chairman  delegate  such  responsibility.  19 

Agency  Reply:   Concur.   See  page  41. 

We  strongly  encourage  the  commission  to  provide  proper 
and  reasonable  guidelines  in  these  areas  to  enable 
their  employees  direction  for  performance  of  their 
duties.  20 

Agency  Reply:   Concur.   See  page  42. 

The  Legislature  should  analyze  this  law  passed  in  1913. 
It  does  seem  to  be  an  unnecessary  burden  to  require 
the  Public  Service  Commission  to  have  a  hearing  each 
time  a  meter  reader  is  bitten  by  a  dog.   This  type  of 
investigative  work  is  presently  being  done  by  other 
federal  and  state  agencies.  20 

Agency  Reply:   Concur.   See  page  42. 

The  commission  should  either  hire  trained  personnel  in 

this  area  or  seek  expert  help  on  a  consulting  basis.  21 

Agency  Reply:   Concur.   See  page  43. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Provisions  should  be  made  to  comply  with  this  statute.  21 

Agency  Reply:   Do  not  concur.   See  page  43. 

Analysis  of  the  continuance  of  this  statute  should  be 

conducted  by  the  legislature  and  the  agency.  21 

Agency  Reply:   Concur.   See  page  43. 

This  suggestion  by  staff  attorneys  should  immediately 
be  studied.   If  it  is  determined  that  all  rules  and 
regulations  should  be  printed  in  the  Montana 
Administrative  Code,  steps  should  be  taken  to 
comply  with  this  statute.  22 

Agency  Reply:   Concur.   See  page  43. 

We  recommend  this  practice  of  giving  extensions  be  ceased.       22 

Agency  Reply:   Partially  concur.   See  page  44. 

The  reason  for  termination  should  be  established,  the 
minutes  should  be  finished,  and  analysis  of  the 
termination  should  be  made  to  ascertain  that  just 
grounds  were  used.  23 

Agency  Reply:   Concur.   See  page  44. 

A  restructuring  of  the  organization  chart  could  be 
modified  to  set  up  one  administrative  assistant  to 
the  commission  who's  authority  would  include  all 
administrative  duties,  leaving  the  board  free  to 
make  policy  decisions  and  sitting  in  judgment  on 
hearings  conducted  before  it.  23 

Agency  Reply:   Concur.   See  page  44. 

The  Public  Service  Commission  should  develop  receiving 
procedures  that  would  establish  verifiable  support  of 
material  receipts.  24 

Agency  Reply:   Concur.   See  page  44. 

The  Department  should  seek  the  aid  of  an  independent 
party,  such  as  the  Department  of  Administration,  in 
developing  and  implementing  an  efficient  and  effective 
information  filing  system.  24 

Agency  Reply:   Concur.   See  page  45. 
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0/e.xnon   c^rovsn   &  Comhanu 

CERTIFIED   PUBLIC  ACCOUNTANTS 

I008    SOUTH    AVE.    VV.  P.    O.    BOX    3508 

MISSOULA.    MONTANA   59S01 


VERNON    HOVEN.    C-P.A. 
GARY    HILLS,    C.P.A. 


406    -    549-5612 


MEMBEA5    OF: 

AMERICAN    INSTITUTE  OF 
CERTIFIED   PUBLIC    ACCOUNTANTS 
MONTANA   SOCIETY   OF 
CERTIFIED   PUBLIC    ACCOUNTANTS 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 
State  Capitol  Building 
Helena,  MT  59601 


We  have  examined  the  financial  statements  of  the  various  funds  of  the 
Department  of  Public  Service  Regulation  of  the  State  of  Montana  for 
the  year  ended  June  30,  1976,  as  listed  in  the  foregoing  table  of 
contents.   Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards  and,  accordingly,  included  such  tests  of 
the  accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances. 

The  Department  of  Public  Service  Regulation  has  not  maintained  a  record 
of  its  general  fixed  assets  and,  accordingly,  a  statement  of  general 
fixed  assets,  required  by  generally  accepted  accounting  principles,  is 
not  included  in  the  accompanying  financial  statements. 

In  our  opinion,  the  financial  statements  listed  in  the  aforementioned 
table  of  contents  present  fairly  the  financial  position  of  such  funds 
at  June  30,  1976,  and  the  results  of  operations  of  such  funds  for  the 
year  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  preceding 
year. 


Missoula,  MT 
August  26,  1976 
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COMMENTS  AND  RECOMMENDATIONS 

DEPARTMENT  OP  PUBLIC  SERVICE  REGULATION  OF  THE 
STATE  OF  MONTANA 

JUNE  30,  1976 


ACCOUNTING  PROCEDURES  AND  INTERNAL  CONTROL 
CASH  RECEIPTS  AND  REVENUE 

1 .  INTERNAL  CONTROL 

In  analyzing  the  internal  control  procedures  used  in  handling  and 
receiving  cash,  we  found  the  Department  did  not  meet  the  minimum  require- 
ments as  set  forth  in  the  Montana  Administrative  Manual.   Specific  areas 
which  were  found  deficient  in  meeting  those  minimum  requirements  include; 
separation  of  duties,  restrictive  endorsements,  frequency  of  deposits, 
and  transfer  receipts. 

RECOMMENDATION:   Implement  a  system  of  internal  control  over  cash 
collections  consistent  with  the  guidelines  as  set 
forth  in  the  Montana  Administrative  Manual. 

2.  AUTHORITY  STAMPS 

Pre-numbered  stamps,  a  major  source  of  Department  revenues,  which 
were  refunded  or  returned  were  not  clearly  cancelled  and  accounted  for 
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in  the  stamp  log.   Stamps,  v:Mch  were  returned  during  the  fiscal  year, 
were  reissued  and  improperly  documented  in  the  stamp  log.  Ve  found  it 
difficult  to  determine  from  the  records  how  many  stamps  were  actually 
reissued  and  whether  the  total  collections  from  authority  stamps  were 
proper. 

RECOMMENDATION:   A  proper  system  of  issuing,  cancelling  and  account- 
ing for  authority  stamps  should  be  installed. 

3.   CASH  CONTROL 

No  registry  of  keys  is  currently  being  maintained  for  the  file  safe 
in  the  event  an  emergency  requires  immediate  access.   This  is  required  by 
the  Montana  Administration  Manual.   In  addition,  we  observed  the  file 
safe  could  be  easily  moved. 

RECOMMENDATION:   A  registry  of  keys  be  prepared  for  the  file  safe  and 
the  file  safe  be  secured  to  the  wall  or  floor. 

EMPLOYEE  LEAVE 

Although  no  clerical  errors  were  discovered  in  the  testing  of  leave 
records,  the  current  procedure  of  processing  leave  time  requires  that 
employees  submit  the  form  P1  (Request  for  Leave  of  Absence)  at  the  end  of 
each  month  showing  actual  leave  taken.   The  division  administrator 
approves  the  form  enroute  to  centralized  services,  this  being  the  only 
verification. 
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RFCOI-n-irirPATION:   1.   All  leave  requests  be  approved  by  supervisors 

and  submitted  to  centralized  services  in  advance  of 
employee  taking  requested  leave. 

2.   The  centralized  services  administrator  should 
internally  review  at  random  intervals,  the  leave 
records  of  the  centralized  services  personnel. 

PAYROLL 

1.  INTERNAL  CONTROL  OF  PAYROLL 

The  centralized  services  administrator  and  his  assistant  prepare 
payroll,  send  in  and  control  computer  sheets,  correct  pre-payroll  sheets 
when  needed,  pick  up  checks,  distribute  checks,  retain  checks  when 
required  and  maintain  time  records.   The  total  payroll  system  is  not 
checked  by  anyone  else  within  the  department. 

RECOMMENDATION:   1.   Initiate  separation  of  payroll  functions. 

2.  Pre-payroll  listings  and  time  records  should 
be  certified  by  each  division  administrator. 

3.  Verification  of  time  records  should  be  performed 
on  a  sample  basis,  by  the  Commission. 

2.  PERSONNEL  RECORDS 

I.R.S.  Form  W-i|,  Withholding  Exemption  Certificates,  were,  on 
occasion,  found  not  to  be  current.   Other  W-i|'s  were  originally 
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submitted  incorrectly.   Authorization  for  withholding  of  health  insurance 
premiums  was  not  in  the  file  for  one  employee. 

RECOMMENDATION:   All  employees  personnel  records  should  be  reviewed 
for  completeness  and  accuracy  on  an  annual  basis. 

3.   ENDORSEMENT  ON  PAYROLL  WARRANTS 

Endorsements  on  some  payroll  warrants  were  found  to  be  missing  or 
endorsed  by  someone  other  than  the  payee. 

RECOMMENDATION:   Employees  should  be  encouraged  to  properly  endorse 
warrants  to  assure  proper  delivery. 

k.      CONTRACTED  SERVICES 

The  past  administrator  of  transportation  for  the  Public  Service 
Commission  retired  on  July  1,  1975-   On  January  7,  1 976,  the  Public 
Service  Commission  retained  him  as  a  professional  consultant  on  a 
monthly  retainer.   He  put  in  many  hours  in  the  pe-rforMance  of  this 
contract,  although  no  time  cards  are  maintained.   He  does  report  his 
work  progress  to  the  new  administrator  of  transportation.   No  with- 
holding nor  other  fringe  benefits  (such  as  Workmen's  Compensation 
insurance  and  unemployment  insurance)  are  paid. 

In  addition,  it  was  discovered  that  a  part-time  legal  secretary  and 
two  law  students,  under  a  summer  intern  program,  were  hired  and  paid  as 
independent  contractors. 
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REC0MMEI3)A^I(J>':   We  question  the  propriety  of  using  this  "independent 
contractor  status"  method,  either  to  supplement 
retirement  income  of  any  retired  employee  or  to  pay 
"employees"  for  services  rendered.   It  is  our  feeling 
that  an  employee-employer  relationship  exists,  not  an 
independent  contractors  relationship.   Various  federal 
and  state  laws  may  have  been  violated,  such  as  federal  and 
state  withholding,  unemployment  insurance,  and  Workmen's 
Compensation  insurance.   We  feel  the  present  method  of 
compensation  should  perhaps  be  replaced  by  establishing  a 
true  employee-employer  relationship. 

TRAVEL  ADVANCES  AND  TRAVEL  EXPENSES 

The  Public  Service  Commission  advances  90%  of  anticipated  travel 
expenses  to  employees,  requiring  the  employee  to  promptly  submit  a 
travel  expense  voucher  upon  return.   On  occasion,  proper  accounting 
entries  were  not  recorded  in  the  elimination  of  travel  advances.   On 
one  occasion  a  clerical  error  resulted  in  an  overpayment  of  $32.00. 

RECOMMENDATION:   Accounting  entries  to  liquidate  travel  advances  should 
be  completed  promptly  and  accurately. 
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PLANT  PROPERTY  "AND  EQUIPMENT 

Management  memo  70-17  issued  by  the  Department  of  Administration 
required  all  state  agencies  to,  among  other  requirements,  record  all 
fixed  assets  and  take  physical  inventories  annually.    In  analyzing  the 
inventory  recording  system,  the  commission  does  not  currently  maintain 
detailed  records  as  required  by  the  above  mentioned  memo  and  as  set  forth 
by  generally  accepted  accounting  principles.   It  is  our  under standing, 
however,  that  the  department  is  in  the  process  of  establishing  an 
updated  inventory  recording  system. 

RECOMMENDATION:   The  system  should  be  completed  and  in  the  future 

maintained  on  a  current  basis.   These  records  would 
provide  substantial  assistance  to  the  Department  in 
not  only  taking  the  actual  physical  inventory  in  the 
future,  but  also  in  maintaining  proper  control  of  the 
actual  assets  entrusted  to  its  care.   In  addition,  we 
recommend  that  the  Department  of  Administration  estab- 
lish a  detailed  uniform  inventory  system. 

DISHONORED  CHECK,  UNCLEARED  COLLECTIONS 

On  December  5i  1975>»  the  Public  Service  Commission  received  a  check 
dated  June  28,  1973,  in  the  amount  of  $10,221.36.   Staff  attorneys 
advised  centralized  services  to  process  the  check.   A  stop  payment  had 
been  issued  on  the  check  and  it  was  returned  and  entered  as  an  account 
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receivable.   The  Board  considered  the  matter  in  their  agenda  of 
January  21,  1976. 

RECOMMENDATION:   Action  should  be  taken  to  transfer  the  dishonored 
check  to  the  Department  of  Revenue  for  disposition 
in  accordance  with  Board  minutes. 

NATURAL  GAS  SAFETY  PROGRAM 

The  natural  gas  safety  program  has  been  established  for  the  purpose 
of  cathodic  protection  and  safety  inspections.   A  calendar  year  contract 
with  a  consulting  firm  has  been  entered  into  for  the  services  required. 
The  contract  is  to  be  paid  one-half  by  state  appropriations  and  one-half 
by  matching  federal  funds.   The  federal  funds  are  applied  for  when  the 
contracted  services  are  complete  for  the  calendar  year.   Numerous  problems 
are  being  encountered  with  respect  to  the  timing,  budgeting  for  and  payment 
of  the  contract. 


RECOMMENDATION: 


The  appropriate  representatives  from  the  Department 
should  meet  with  state  officials  from  the  Department 
of  Administration  to  determine  a  more  workable  solution 
for  handling  the  financial  support  mechanics  of  the 
program. 
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OTHER  RECOMMENDATIONS 
INTRODUCTION 

Two  major  requirements  set  forth  by  the  Legislative  Audit  Committee 
in  this  audit  were:   (l)   examine  the  financial  statements  for  fair 
presentation  and  (2)   determine  whether  the  agency  is  carrying  out  those 
activities  or  programs  authorized  by  the  Legislature  and  whether  it  is 
complying  with  applicable  state  laws  and  regulations. 

Our  study  and  evaluation  of  applicable  laws,  rules  and  regulations 
would  not  necessarily  disclose  all  compliance  requirements.   In  addition, 
it  is  not  within  the  scope  of  an  auditors  expertise  to  judge  if  hearings 
and  cases  are  being  properly  conducted  according  to  the  administrative 
procedures  governing  those  bodies. 

In  addition  to  laws,  rules,  and  regulations,  we  also  enclose  under 
this  section  recommendations  which  we  feel  identify,  but  do  not  necessarily 
develop,  areas  of  possible  uneconomical,  inefficient  or  ineffective  agency 
operations. 

This  study  and  evaluation  disclosed  the  following  conditions  that  we 
believe  merit  attention. 

TRANSPORTATION  DIVISION 

1.   The  Revised  Codes  of  Montana,  Section  8-116  directs  the  Public  Service 
Commission  to  collect  from  seasonal  operation  motor  carriers,  who  do  not 
operate  for  a  period  in  excess  of  six  months,  a  fee  of  $2.00.   The 
department  collects  $5>.00  from  each  such  carrier. 
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RECOMMENDATION:   Provision  should  be  made  to  comply  with  this  statute. 

2.  RCM  Section  8-111.1  requires  the  Public  Service  Commission  to  set  a 
hearing  date  no  later  than  60  days  after  the  date  of  filing  of  application 
and  issue  its  findings  within  90  days  after  the  date  of  filing.   The  Public 
Service  Commission,  occasionally,  is  not  complying  with  this  statute. 

RECOMMENDATION:   Provisions  should  be  made  to  comply  with  this  statute. 

3.  RCM  Section  72-112  requires  that  "the  secretary  shall  ...  be  custodian 
of  all  its  records  ...  and  preserve  at  the  office  of  the  board  all  books, 
maps,  documents,  and  papers  ..."  The  court  reporter  does  record  all 
hearings  on  a  stenorette  but  does  not  transcribe  these  hearings  into 
readable  language  unless  requested.   In  addition,  he  retains  control  of 
all  these  non-transcribed  tapes. 

RECOMMENDATION:   It  is  our  suggestion  that  untranscribed  tapes 

be  submitted  to  the  secretary  for  safekeeping  as 
required  by  statute. 

U.      RCM  Section  72-120  requires  the  Public  Service  Commission  to  investigate 
every  accident  occurring  in  the  operation  of  any  railroad  in  this  state 
resulting  in  injury  to  any  person  requiring  the  attention  of  a  doctor.   In 
addition  a  hearing  in  which  testimony  shall  be  transcribed  has  to  be  taken 
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and  filed  in  the  Public  Service  Co      on  office.   This  is  presently  not 
being  done.   When  an  accident  report  is  received,  the  administrator  of  the 
transportation  division  decides  the  disposition  and  in  most  cases  files 
the  report  with  no  subsequent  action.   This  causes  a  technical  violation 
of  the  statutes. 

RECOMMENDATION:   The  Legislature  should  analyze  this  law  passed  in 
1907  and  judge  if  this  work  is  not  being  better 
accomplished  by  other  state  and  federal  agencies 
such  as  O.SoH.A.  and  the  State  of  Montana  Worker's 
Compensation  Division.   To  require  the  board  to 
comply  fully  with  this  statute  would  seem  to  cause 
unnecessary  duplication  in  state  and  federal  agency 
performances  and  require  a  drastic  increase  in  budget. 

5.  RCM  Section  8-103.U  requires  the  Public  Service  Commission  to  prescribe 
report  forms  to  be  submitted  by  the  carriers.   They  have  not  done  so,  but 
did  state  they  are  presently  installing  a  satisfactory  system. 

RECOMMENDATION:   Provisions  should  be  made  to  insure  that  this  system 

is  installed  and  compliance  of  this  statute  is  assured. 

6.  RCM  Section  8-11 8  requires  that  all  Class  A  and  B  motor  carriers  submit 

an  annual  report  on  or  before  March  31  of  each  year.   The  administrator  of 

transportation  division  has,  on  occasion,  granted  extensions  for  filing  of 

this  report.  We  feel  the  administrator  exceeded  his  legislative  authority 

in  granting  extensions. 
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RECOMMENDATION:   We  recommend  this  practice  of  giving  extensions  be 
ceased. 

7.  RCM  Section  72—12+3  required  the  Public  Service  Commission,  in  its 
annual  report,  to  stipulate  what  it  has  done  to  carry  out  the  provisions 
of  the  Railroad  Act  and  to  detail  what  steps  it  has  taken  to  procure 
prosecutions  of  this  statute.   The  department  has  not  submitted  this 
report  in  the  last  three  fiscal  years. 

RECOMMENDATION:   Analysis  of  this  section  should  be  done  by  the 
legislature  and  the  agency  to  ascertain  if  this 
statute  should  be  retained  or  enforced. 

8.  RCM  Section  72-117  stipulates  that  whenever  railroad  schedules  are 
made  or  revised,  the  Public  Service  Commission  shall  publish  a  notice 
for  two  successive  weeks  in  a  Helena  newspaper  which  state  the  date  when 
the  schedule  takes  effect.  We  could  find  no  proof  that  this  statute  is 
being  complied  with. 

RECOMMENDATION:   This  statute  should  be  complied  with  and  proof  of 

publication  be  retained  in  separate  files  for  analysis. 

9.  RCM  Section  72-139  and  70-126  requires  the  Public  Service  Commission 
to  report  all  violations  of  the  Railroad  Act  and  the  Public  Utilities  Act 
respectively  to  the  Attorney  General's  office.   Even  though  there  are  few 
violations  in  this  section,  there  was  no  apparent  overt  attempt  to  comply 
with  this  statute. 
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'ATION:   Attempt  should  "be  made  to  comply  with  this  section. 

10.  RCM  Section  8-102  requires  the  Public  Service  Commission  to  receive 
from  all  class  C  motor  carriers  a  list  of  all  firms  for  whom  they  have  a 
delivery  contract.   They  do  not,  in  numerous  cases,  <■   cei  ;e  this  information. 

RECOMMENDATION:   Provisions  should  he  made  to  comply  with  this  statute. 

11.  RCM  Section  8-118  directs  the  Public  Service  Commission  to  prescribe  a 
uniform  system  of  accounts  covering  the  operation  of  Class  A  and  B  carriers. 
The  Commission  has  not  done  so. 

RECOMMENDATION:   Provision  should  be  made  to  comply  with  this  statute. 

UTILITY  DIVISION 

1.   RCM  Section  70-1 3U  requires  that  all  travel  expense  forms  be  approved 
by  the  Chairman  of  the  Commission.   We  found  examples  where  other  commis- 
sioners signed  these  claims. 

RECOMMENDATION:   Require  that  this  statute  be  enforced  or  request  the 
legislature  to  change  this  section.   It  is  not  good 
policy,  in  our  opinion,  for  the  legislature  to 
dictate  office  procedures  through  the  statutes. 
More  efficiency  would  be  involved  if  the  agency  could 
direct  or  the   chairman   delegate  such  responsibility. 
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2.   RCM  Section  70-11 6  states  the  Public  Service  Commission  shall  have  the 
power  to  adopt  rules  and  regulations  relative  to  all  inspections,  tests, 
audits,  and  investigations.   They  do  not  have  rules  and  regulations 
relating  to  inspections,  investigations,  and  audits. 

RECOMMENDATION:   We  strongly  encourage  the  commission  to  provide 

proper  and  reasonable  guidelines  in  these  areas  to 
enable  their  employees  direction  for  performance  of 
their  duties. 

3.   RCM  Section  70-129  requires  the  Public  Service  Commission  to  investigate 
every  accident  occurring  in  the  operation  of  any  public  utility  in  the  state 
resulting  in  injury  to  any  person  requiring  the  attention  of  a  doctor.   In 
addition,  a  hearing  in  which  testimony  shall  be  transcribed  has  to  be  taken 
and  filed  in  the  Public  Service  Commission  office.   Also,  each  utility  must 
report  each  accident  promptly  by  telegraph,  followed  by  a  written  report. 

This  is  presently  not  being  done.   When  an  accident  report  is  received, 
the  administrator  of  the  utility  division,  decides  the  disposition  and 
in  most  cases  files  the  report  with  no  subsequent  action.   This  causes  a 
technical  violation  of  the  statutes. 


RECOMMENDATION:   The  Legislature  should  analyze  this  law  passed  in 
1913-   It  does  seem  to  be  an  unnecessary  burden  to 
require  the  Public  Service  Commission  to  have  a  hearing 
each  time  a  meter  reader  is  bitten  by  a  dog.   This  type 
of  investigative  work  is  presently  being  done  by  other 
federal  and  state  agencies. 
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U.      RCM  Section  70-117.1  required  the  Public  Service  Commission  to  analyze 
the  securities  issued  by  every  public  utility  and  to  judge  the  purpose  of 
issuance  of  these  securities  following  the  requirements  as  set  forth  by  this 
code  section.   It  is  also  necessary  for  the  Public  Service  Commission  to 
determine  "that  the  aggregate  amount  of  the  securities  outstanding  and 
proposed  to  the  outstanding  would  not  exceed  the  fair  market  value  of  the 
properties  and  business  of  the  public  utility."   It  is  our  feeling  that  the 
individuals  performing  this  analysis,  an  engineer  and  an  attorney,  may  not 
be  trained  or  educated  to  the  degree  necessary  to  perform  more  than  a 
cursory  examination. 

RECOMMENDATION:   The  commission  should  either  hire  trained  personnel  in 
this  area  or  seek  expert  help  on  a  consulting  basis. 

5.  RCM  Section  70-112  requires  the  Public  Service  Commission  to  provide  for 
the  examination  and  testing  of  any  and  all  appliances  used  for  the  measuring 
of  any  product  or  service  of  a  public  utility.   In  addition  the  commission 
is  to  establish  the  fee  utilities  can  charge  to  consumers  requesting  this 
testing.   We  could  find  no  evidence  of  the  Public  Service  Commission  complying 
with  this  statute. 

RECOMMENDATION:   Provisions  should  be  made  to  comply  with  this  statute. 

6.  RCM  Section  70-129  requires  a  report  to  the  Governor  on  all  accidents. 
It  is  not  being  done. 

RECOMMENDATION:   Analysis  of  the  continuance  of  this  statute  should  be 
conducted  by  the  legislature  and  the  agency. 
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RULES  AND  REGULATIONS 

No  rules  and  regulations  promulgated  by  the  Department  of  Public  Service 
Regulations-Utility  Division  and  few  rules  and  regulations  promulgated  by 
the  Transportation  Division  are  printed  in  the  Montana  Administration  Code 
as  required  by  the  Administrative  Procedures  Act.   In  interviews,  it  was  sug- 
gested by  staff  attorneys   that  all  rules  and  regulations  presently  being 
used  and  not  published  in  the  Montana  Administrative  Code  may  technically 
not  be  enforceable. 

RECOMMENDATION:   This  suggestion  by  staff  attorneys  should  immediately 
be  studied.   If  it  is  determined  that  all  rules  and 
regulations  should  be  printed  in  the  Montana 
Administrative  Code,  steps  should  be  taken  to  comply 
with  this  statute. 

BOARD  ACTIONS  AND  MINUTES 

1.   On  April  7,  1975,  the  Public  Service  Commission  moved  that  all  motor 
carriers  could  have  until  May  1$,  1975,  to  file  their  annual  reports. 
RCM  Section  8-118  states  that  all  motor  carriers  shall  file  an  annual 
report  before  March  1$  of  each  year.  The  Public  Service  Commission  went 
outside  its  legislative  authority  in  granting  this  two  month  extension. 

RECOMMENDATION:  We  recommend  this  practice  of  giving  extensions 
be  ceased. 
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2.   On  March  13,  1 975»  an  electrical  inspector  was  terminated  as  an  employee, 
The  minutes  of  this  meeting  were  never  prepared.   The  secretary  of  the 
Public  Service  Commission  stated  she  had  not  received  a  valid  reason  from 
any  commissioner  for  the  termination. 

RECOMMENDATION:   The  reason  for  termination  should  be  established, 
the  minutes  should  be  finished,  and  analysis  of 
the  termination  should  be  made  to  ascertain  that 
just  grounds  were  used. 

ORGANIZATIONAL  STRUCTURE 

The  present  organizational  structure  of  the  Public  Service  Regulation 
is  comprised  of  a  five  member,  publicly  elected  commission,  each  member 
representating  a  separate  district.   From  its  membership,  a  chairman  to 
conduct  meetings  is  elected.   According  to  the  Executive  Reorganization 
Act,  the  director  of  the  department  is  the  five  commissioners.   This  type 
of  organizational  structure,  five  independent  chief  executives  in  a  33 
employee  agency,  causes  administrative  inefficiencies. 

RECOMMENDATION:   A  restructuring  of  the  organization  chart  could  be 
modified  to  set  up  one  administrative  assistant  to 
the  commission  who's  authority  would  include  all 
administrative  duties,  leaving  the  board  free  to 
make  policy  decisions  and  sitting  in  judgement  on 
hearings  conducted  before  it. 
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MATERIAL  RECEIVING  PROCEDURES 

The  receipt  of  materials  and  supplies  is  not  physically  documented 
or  separated  from  the  accounting  function.   Goods  received  are  delivered 
to  the  accounting  office  where  verification  of  the  receipt  as  to  amounts, 
quantity  and  mathmatical  accuracy  of  the  receiving  document  is  performed. 
The  receiving  document  is  only  maintained  on  file  until  the  invoice  is 
received,  after  which  the  document  is  discarded. 

RECOMMENDATION:   The  Public  Service  Commission  should  develop 
receiving  procedures  that  would  establish 
verifiable  support  of  material  receipts. 

FILING  SYSTEM 

During  the  course  of  our  audit  we  encountered  difficulty  in  locating 
supporting  documents.   We  observed  that  the  small  size  of  the  accounting 
staff  and  the  variety  of  functions  performed  made  it  difficult  at  times 
for  the  maintenance  of  current  files.   We  also  recognized  that  the  staff 
was  aware  of  the  deficiency  and  attempts  were  being  made  to  produce  a 
viable  system. 


RECOMMENDATION: 


The  Department  should  seek  the  aid  of  an  independent 
party,  such  as  the  Department  of  Administration,  in 
developing  and  implementing  an  efficient  and  effective 
information  filing  system. 
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FINANCIAL  STATEMENTS 


COMBINED  BALANCE  SHEET 

DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION  OF  THE 
STATE  OF  MONTANA 

JUNE  30,  1976 


Public  Service 

Natural 

Regulation 

Gas  Safety- 

Uncleared 

General 

Program 

Collections 

Fund 

(fpra) 

(fpgca) 

ASSETS  AND  OTHER  DEBITS 


Cash  in  State  Treasury 
Accounts  Receivable 

Encumbered  Appropriations 


I      U75 

22.U8U 


512,201 


$22,959     $12,201 


$10,221 


$10,221 


LIABILITIES  AND  FUND  BALANCES 

Accrued  Support  Expenditures 
Reserve    for  Advances  to  Employees 
Reserve  for  Reverted  Appropriation 
Reserve   for  Dishonored  Check 
Fund  Balance 


See  notes  to   financial    statements 


522.1.8L: 
1.75 


$   U.222 

7,97? 


$10,221 


£22,959  "12,201  310,221 
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COMBINED  STATEMENT  OF  REVENUES  -  BUDGET  AND  ACTUAL 

DEPARTMENT  OP  PUBLIC  SERVICE  REGULATION  OP  THE 
STATE  OF  MONTANA 

YEAR  ENDED  JUNE  30,  1976 


Licenses  and  Permits 

Service  Fees 

Federal  Reimbursements 

Other 


General 

Fund 

Budget 

Actual 

$350,000 
6,000 

$359, 0U5 
5,999 

5,000 

10 

$361,000 

$365,o5U 

Natural  Gas  Safety 
Program  (FPRA) 


Budget 


Actual 


$12,000  $13,508 


$12,000  $13,508 


See  notes  to   financial   statements 


-26- 


COMBINED  STATEMENT  OF  EXPENDITURES  -  BUDGET  AND  ACTUAL 

DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION  OF  THE 
STATE  OF  MONTANA 

YEAR  ENDED  JUNE  30,  1976 


Personal  Services 
Operating  Expenses 
Contracted  Services 
Equipment 


General 

Fund 

Natural 
Progra 
Budget 

$  U.673 
114,000 

Gas  Safety 
m  (FPRA) 

Budget 

$U78,1$6 

132,672 

125,000 

28,600 

Actual 

$U5U,192 

119,9214 
18,652 

$727,219 

Actual 

$   1,307 
13,114+ 

$76U,l428 

$18,673 

•1U.1iS1 

See  notes  to  financial  statements 
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COMBINED  STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION  OF  THE 
STATE  OF  MONTANA 

YEAR  ENDED  JUNE  30,  1 976 


Fund  Balance  July  1,  1975 
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Public  Service 


Natural 

Regulation 

Gas   Safety 

Uncleared 

General 

Program 

Collections 

Fund 

(fpra) 

(fpgca) 

I3.1UU 
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Receipts  and  Additions: 
Appropriations 
Revenues 


Expenditures  and  Deductions 
Expenditures 
Reversions  to  State 


Fund  Balance  June  30,  1976 


761+.1+28 
365, 05U 

18,673 
13,508 

32,181 

1,129,1+82 

-0- 

727,219 

1+02,263 

1U,U51 
22,89? 

37.3U6 

1,129,1+82 

-0- 

$          -0- 

$  7,979 

$  -0- 

See  notes  to  financial  statements 
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NOTES  TO  FINANCIAL  STATEMENTS 

DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION  OF  THE 
STATE  OF  MONTANA 

JUNE  30,  1976 


NOTE  A  -  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  accounting  policies  of  the  Department  conform  to  generally 
accepted  accounting  principles  as  applicable  to  governmental  units. 
The  following  is  a  summary  of  the  significant  policies: 

Basis  of  Accounting  -  The  modified  accrual  basis  of  accounting,  under 

which  expenditures  are  recorded  when  the  liability  is  incurred  and  revenues 
are  recorded  when  received  in  cash  unless  susceptible  to  accrual,  i.e. 
measurable  and  available  to  finance  the  Department's  operations,  or  of  a 
material  amount  and  not  received  at  the  normal  time  of  receipt,  is  followed 
for  all  funds. 

Encumbrances  -  Encumbrance  accounting,  under  which  purchase  orders,  contracts 
and  other  commitments  for  the  expenditure  of  funds  are  recorded  in  order  to 
reserve  that  portion  of  the  applicable  appropriation,  is  employed  in  all 
funds.  The  balances  in  the  reserve  for  encumbrances  account  which  is 
negligible  at  June  30,  1976,  is  included  in  accrued  support  expenditures. 

Appropriations  -  Appropriations  in  the  general  fund  and  the  natural  gas 
safety  program  are  made  by  the  legislature  for  operating  purposes  of  the 
Department.   Expenditures  against  these  appropriations  are  funded  by  the 
corresponding  funds  at  the  state  level. 

General  Fixed  Assets  -  The  department  has  not  maintained  a  record  of  its 
general  fixed  assets.   Assets  purchased  are  recorded  as  expenditures  in 
the  various  funds  in  the  year  of  purchase  or  encumbrance. 

Depreciation  is  not  provided  on  general  fixed  assets. 

Vacation  Pay  and  Sick  Pay  -  The  value  of  unused  vacation  and  unused  sick  leave 
accumulated  by  employees  is  not  recorded  as  a  liability.   Each  permanent 
employee  can  accumulate  and  carryover  a  maximum  of  two  years  vacation  into 
a  new  calendar  year.   Unused  accumulated  vacation  is  redeemed  in  cash  upon 
termination  of  employment.   The  amount  of  accumulated  leave  at  June  30,  1976, 
was  not  readily  determinable. 

Retirement  Plan  -  Employees  of  the  Department  are  covered  by  the  contributory 
Public  Employees  Retirement  Systems.   The  Department's  contribution  to  the 
plan  amounted  to  $20,3i|0  for  the  year  ended  June  30,  1976.   The  unfunded  past 
service  costs  and  the  actuarially  computed  value  of  vested  benefits  is  not 
readily  available  for  members  of  the  plan  employed  by  the  Department. 
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NOTES  TO  FINANCIAL  STATEMENTS  (CONTINUED) 

DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION  OF  THE 
STATE  OF  MONTANA 

JUNE  30,  1976 


NOTE  B  -  RENTALS 

Total  rent  expense  for  the  year  ended  June  30,  1976,  amounted  to 
$25,039.   The  Department  has  entered  into  a  building  lease  agreement 
which  provides  for  future  rental  payments  of  $2,600  per  month  through 
December  31,  1980.   A  portion  of  the  building  has  been  subleased  to  the 
State  Department  of  Education  under  terms  of  an  oral  agreement  currently 
providing  for  monthly  payments  of  $1,000. 


NOTE  C  -  CONTINGENT  LIABILITIES 

The  Department  is  involved  in  several  pending  law  suits.   The  suits 
are  primarily  related  to  rate  adjustments  involving  utilities  within  the 
state.   It  is  the  opinion  of  the  Department's  counsel  that  no  financial 
loss  will  be  sustained  by  the  Department. 
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AGENCY  REPLIES 


PUBLIC  SERVICE  COMMISSION 


1  227  1  1th  Avenue    •   Helena,  Montana  59601 
Telephone:  (406)  449-3007  or  449-3008 


ordon  Bollinger.  Chairman 
.  J    Gilfeather 
riomas  Monahan 
imes  R    Shea 
eorge  Turman 


September  24,  1976 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  Montana   59601 

Dear  Mr.  Brusett: 

Enclosed  are  the  partially  completed  responses  to  the 
audit  performed  of  the  Department  of  Public  Service  Regulation, 
The  full  Commission  has  not  had  the  opportunity  to  review 
these  responses;  therefore  the  Commission  requests  the  leave 
to  make  corrections  to  the  responses  at  a  later  date.   Thank 
you  for  your  consideration  in  the  matter  of  a  time  extension. 


Sincerely   yours, 

cr 

t  Up 

GORDON 
Chairman 


P^ 


GEB/mc 
Enc. 
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RESPONSE 
LEGISLATIVE  AUDIT 
JUNE  30,  1976 


CASH  RECEIPTS  AND  REVENUE 


INTERNAL  CONTROL 


RECOMMENDATION:   Implement  a  system  of  internal  control 

over  cash  collections  consistent  with 
the  guidelines  as  set  forth  in  the 
Montana  Administrative  Manual. 

RESPONSE: 

Agree.   The  Administrator,  Centralized  Services 
has  undertaken  the  implementation  of  MAM  Chapter  2-1210.20 
through  2-1210.24  and  2-1210.27  and  28. 


2.   AUTHORITY  STAMPS 

RECOMMENDATION:   A  proper  system  of  issuing,  cancelling 

and  accounting  for  authority  stamps  be 
installed. 

RESPONSE: 

A  proper  system  of  issuing,  cancelling  and  accounting 
for  authority  stamps  is  being  developed  by  the  Administrator, 
Centralized  Services  and  the  Administrator,  Transportation 
Division  for  submission  to  the  Department  of  Administration 
for  approval.   When  the  final  system  is  completed  it  will 
be  submitted  to  the  Legislative  Auditor  for  comments. 


3.   CASH  CONTROL 

RECOMMENDATION:   A  registry  of  keys  be  prepared  for  the 

file  safe  and  the  file  safe  be  secured 
to  the  wall  or  floor. 

RESPONSE: 

Agree.   Forms  have  been  ordered  and  implementation 
of  the  keys  and  securance  of  the  safe  have  been  undertaken 
in  accordance  with  MAM  2-1210.25  &  26. 
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EMPLOYEE  LEAVE 


RECOMMENDATION 


1.  All  leave  requests  be  approved  by 
supervisors  and  submitted  to  centralized 
services  in  advance  of  employee  taking 
requested  leave. 

2 .  The  centralized  services  administrator 
should  internally  review  at  random  intervals, 
the  leave  records  of  the  centralized  services 
personnel . 


RESPONSE: 

Agree.   Form  PI  (Request  for  Leave  of  Absence)  will 
henceforth  be  submitted  bi-weekly  for  payroll  purposes.   Form 
PI  will  be  submitted  in  advance  of  requested  leave.   The 
original  will  be  inserted  in  the  Time/Leave  records  and  the 
duplicate  will  be  placed  in  the  individuals  personnel  file. 
The  Assistant  Administrator  of  the  Utility  Division  will 
internally  review  at  random  intervals  the  leave  records  of 
the  Centralized  Services  personnel. 


PAYROLL 


INTERNAL  CONTROL  OF  PAYROLL 


RECOMMENDATION: 


1.  Initiate  separation  of  payroll  functions 

2.  Pre-payroll  listings  and  time  records 
should  be  certified  by  each  division 
administrator . 

3.  Verification  of  time  records  should 
be  performed  on  a  sample  basis,  by  the 
Commission. 


RESPONSE: 

Agree. 

1 


Separation  of  payroll  functions. 

a.  The  position  detail  register  will  be 
maintained  by  the  Executive  Secretary  of 
the  Commission. 

b.  Preparation  of  payroll  will  remain  with 
Administrator,  Centralized  Services  and  Chief, 
Accounting  and  Clerical  Services  Bureau. 
Pre-payroll  listings  will  be  signed  as  correct 
by  Administrator  of  Transportation,  Utility 
and  Centralized  Services. 
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c.  Corrections  to  pre-payroll  will  be 
made  by  Administrator,  Centralized  Services 
and  Chief,  Accounting  and  Clerical  Services 
Bureau. 

d.  Checks  will  be  picked  up  by  the  Executive 
Secretary  of  the  Commission.   The  checks  will 
be  reconciled  against  the  position  detail 
register . 

d.   Checks  will  distributed  by  Executive 
Secretary  and  retained  by  Executive  Secretary 
if  necessary. 

f.   Time  records,  as  set  forth  above,  will 
be  internally  reviewed  at  random  intervals 
by  Assistant  Administrator  Utilities  for 
the  Commission. 


2.  EMPLOYEE  PERSONNEL  RECORDS 

RECOMMENDATION:   All  employees  personnel  records  should 

be  reviewed  for  completeness  and  accuracy 
on  an  annual  basis. 

RESPONSE: 

Agree.   All  employee  personnel  records  will  be 
reviewed  for  completeness  and  accuracy  during  the  first  week 
of  January  each  year. 

3.  ENDORSEMENT  ON  PAYROLL  WARRANTS 

RECOMMENDATION:   Employees  should  be  encouraged  to  properly 

endorse  warrants  to  assure  proper  delivery. 

RESPONSE: 

Agree.   Memo  will  be  distributed  with  warrants  on 
September  30,  1976.   At  random  intervals  employees  will  be 
reminded,  by  the  individual  distributing  warrants,  that  they 
should  restrively  endorse  their  pay  checks.   However,  we 
feel  that  no  adequate  solution  can  be  reached  until  the  banks 
begin  to  refuse  acceptance  of  non-endorsed  state  warrants. 

4.  CONTRACTED  SERVICES 

RECOMMENDATION:   We  question  the  propriety  of  using 

this  "independent  contractor  status" 
method,  either  to  supplement  retirement 
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income  of  any  retired  employee  or  to  pay 
"employees"  for  services  rendered.   It  is 
our  feeling  that  an  employee-employer  relation- 
ship exists,  not  an  independent  contractors 
relationship.   Various  federal  and  state 
laws  may  have  been  violated,  such  as  federal 
and  state  withholding,  unemployment  insurance, 
and  Workmen's  Compensation  insurance.   We 
feel  the  present  method  of  compensation  should 
perhaps  be  replaced  by  establishing  a  true 
employee-employer  relationship. 


RESPONSE: 


Agree.   The  Public  Service  Commission  received  the 
discussion  draft  of  the  Audit  Financial  Statement  on  Wednesday, 
September  15,  1976.   On  Thursday,  September  16,  1976,  the 
Administrator  of  Centralized  Services  conducted  an  informal 
discussion,  briefing  with  respect  to  that  singular  portion 
of  the  audit  (page  11,  #4)  which  deals  with  contracted 
services.   Those  positions  discussed  were  as  follows: 

Archivist,  Legal  Intern,  Transportation  Consultant 
and  Legal  Secretary. 

During  the  discussion  the  Administrator,  Centralized 
Services  advised  that  he  had  a  staff  attorney  perform  legal 
research  with  respect  to  the  so  called  "ABC  Rule".   This 
rule  is  a  conjunctive  standard  of  the  Department  of  Labor 
and  Industry  which  defines  the  employer-employee  relationship. 
As  a  result  of  the  research  by  the  staff  attorney  the  Administrator 
advised  the  Commission  that  in  his  opinion  the  Transportation 
Consultant  was  the  only  individual  who  could  be  defined  at  this 
time  as  a  contractor. 

Subsequently  the  Commission  decided  to  place  the 
Archivist  and  the  Legal  Intern  and  the  Legal  Secretary  on 
the  Payroll.   The  necessary  paperwork  is  in  the  process 
of  being  initiated  and  these  two  individuals  will  be 
included  on  the  pre-payroll  listing  to  be  submitted  October  8, 
1976. 

The  intent  of  the  Commission  was  not  to  violate 
various  Federal  and  State  laws.   The  intent  was  to  provide 
necessary  services  in  an  expeditious  and  professional 
manner. 
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TRAVEL  ADVANCES  AND  TRAVEL  EXPENSES 


RECOMMENDATION : 


Accounting  entries   to  liquidate 
travel  advances  should  be  completed 
promptly  and  accurately. 


RESPONSE: 

Agree.   The  $32.00  error  has  been  recovered  and 
deposited  as  a  prior  year  expenditure  adjustment.   Travel 
advances  liquidation  will  henceforth  be  conducted  promptly 
and  accurately. 

PLANT  PROPERTY   AND  EQUIPMENT 


RECOMMENDATION 


The  system  should  be  completed  and  in  the 
future  maintained  on  a  current  basis. 
These  records  would  provide  substantial 
assistance  to  the  Department  in  not  only 
taking  the  actual  physical  inventory  in 
the  future,  but  also  in  maintaining  proper 
control  of  the  actual  assets  entrusted  to 
its  care.   In  addition,  we  recommend  that 
the  Department  of  Administration  establish 
a  detailed  uniform  inventory  system. 


RESPONSE: 

Agree.   A  Master  Inventory  Control  list  has  been 
established.   Included  in  this  inventory  are  all  items 
purchased  under  expenditure  identification  3100.   It  also 
includes  all  items  of  furniture,  fixtures,  or  office  supplies 
whose  original  cost  exceeded  $25.00. 

DISHONORED  CHECK,  UNCLEARED  COLLECTIONS 


RECOMMENDATION 


Action  should  be  taken  to  transfer  the 
dishonored  check  to  the  Department  of 
Revenue  for  disposition  in  accordance 
with  Board  minutes. 


RESPONSE: 

Agree.   Transfer  has  occured  and  dishonored  check 
is  now  in  the  Department  of  Revenue  for  Disposition. 

NATURAL  GAS  SAFETY  PROGRAM 


RECOMMENDATION 


The  appropriate  representatives  from 

the  Department  should  meet  with  state 

officials  from  the  Department  of 

Administration  to  determine  a  more 

workable  solution  for  handling  the 

financial  support  mechanics  of  the  program. 
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RESPONSE: 


Agree.   Administrator,  Centralized  Services  and 
Assistant  Administrator  of  Utility  will  meet  with  Chief 
Accounting  Bureau,  Department  of  Administration  to  work 
on  a  solution. 
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TRANSPORTATION  DIVISION 


1.  RCM  Section  8-116 

RECOMMENDATION:   Provision  should  be  made  to  comply  with 

this  statute. 

RESPONSE : 

Agree.   The  Commission  will  comply  with  the  provisions 
of  che  cited  statute  upon  presentation  of  proper  evidence  by  the 
carrier  which  substantiates  the  seasonal  nature  of  its  operation. 

2.  RCM  Section  8-111.1 

RECOMMENDATION:   Provisions  should  be  made  to  comply  with 

this  statute. 

RESPONSE: 

With  present  staff  and  budget  levels  it  is  not  possible 
for  the  Commission  to  comply  totally  with  the  cited  section.   The 
budget  or  the  law  should  be  amended  to  enable  the  Commission  to 
comply. 

3.  RCM  Section  72-112 

RECOMMENDATION:   It  is  our  suggestion  that  untranscribed 

tapes  be  submitted  to  the  secretary  for 
safekeeping  as  required  by  statute. 

RESPONSE: 

Agree.   Provision  has  been  made  to  transfer  control 
of  stenorette  tapes  of  hearings  conducted  to  the  Commission 
secretary . 

4.  RCM  Section  72-120 

RECOMMENDATION:   The  Legislature  should  analyze  this  law 

passed  in  1907  and  judge  if  this  work  is 
not  being  better  accomplished  by  other 
state  and  federal  agencies  such  as  O.S.H.A. 
and  the  State  of  Montana  Worker's  Compensation 
Division.   To  require  the  board  to  comply 
fully  with  this  statute  would  seem  to  cause 
unnecessary  duplication  in  state  and  federal 
agency  performances  and  require  a  drastic 
increase  in  budget. 
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RESPONSE: 

Disagree.   With  the  present  authorized  budget,  and 
existing  staff,  it  is  not  possible  for  the  Commission  to  completely 
comply.   The  budget  should  be  amended  to  provide  the  Commission 
with  sufficient  resources  to  accomplish  the  job. 

We  disagree  with  the  auditor's  recommended  possible 
solution,  to  the  extent  it  suggests  turning  such  work  to  other 
agencies.   Specif icially,  the  legislation  setting  up  O.S.H.A. 
exempts  rail  operations  from  its  jurisdiction.   Further  under 
the  federal  analyogy,  the  rail  safety  jurisdiction  lies  with 
the  Federal  Railroad  Administration  and  the  Interstate  Commerce 
Commission. 

5.  RCM  Section  8-103.4 

RECOMMENDATION:   Provisions  should  be  made  to  insure  that 

this  system  is  installed  and  compliance 
of  this  statute  is  assured. 

RESPONSE: 

Disagree.   It  would  appear  that  there  has  been  mis- 
interpretation of  the  cited  statute.   8-103.4  refers  to  carrier 
rate  agreements  and  rate-making  bureaus.   The  referred  to  system 
has  been  installed,  and  compliance  is  in  process. 

6.  RCM  Section  8-118 

RECOMMENDATION:   We  recommend  this  practice  of  giving 

extensions  be  ceased. 

RESPONSE: 

Disagree.   The  Commission  agrees  with  observation, 
but  disagrees  with  the  recommendation.   The  practical  problem 
exists  of  how  to  deal  with  a  carrier  who  cannot  comply  as 
provided  in  8-118  for  good  cause  or  on  account  of  hardship. 
If  the  carrier  can  show  good  cause  or  hardship,  he  has  the 
constitutional  right  to  relief  or  at  the  least  a  hearing, 
prior  to  the  imposition  of  sanctions. 

7.  RCM  Section  72-143 

RECOMMENDATION:   Analysis  of  this  section  should  be  done 

by  the  legislature  and  the  agency  to 
ascertain  if  this  statute  should  be 
retained  or  enforced. 

RESPONSE: 

Agree. 
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8.  RCM  Section  72-117 

RECOMMENDATION:   This  statute  should  be  complied  with  and 

proof  of  publication  be  retained  in  separate 
files  for  analysis. 

RESPONSE: 

Due  to  present  budge  levels,  it  is  not  feasable  to 
comply.   The  budget  for  the  Commission  should  be  adjusted  to 
allow  for  such  compliance,  or  the  statute  should  be  amended. 

9.  RCM  Section  72-139  and  70-126 

RECOMMENDATION:   Attempt  should  be  made  to  comply  with 

this  section. 

RESPONSE: 

Disagree.   We  disagree  with  the  auditor's  comment. 
RCM  72-124  provides  that  the  attorneys  for  the  Commission 
shall  be  duly  appointed  special  attorneys  general.   Violations 
under  the  Railroad  Act  are  brought  to  the  attention  of  these 
attorneys, which  constitutes  advising  the  Attorney  General's 
office. 

10.  RCM  Section  8-102 

RECOMMENDATION:   Provisions  should  be  made  to  comply  with 

this  statute. 

RESPONSE: 

Agree.   The  Commission  has  presently  prepared  a 
program  which  will  provide  compliance.   However,  due  to  staff 
and  budgetary  limitations,  the  program  has  not  been  fully 
implemented.   Amendments  to  the  budget  allowing  for  greater 
resourses  will  accelerate  implementation  and  compliance. 

11.  RCM  Section  8-118 

RECOMMENDATION:   Provision  should  be  made  to  comply  with 

this  statute. 

RESPONSE: 

We  agree  with  the  auditor's  observation,  but  note 
that  the  Transportation  Division  staff  has  been  working  on  a 
system  over  the  past  year.   This  matter  is  being  presented  to 
the  Commission  for  their  consideration,  with  the  view  of  starting 
a  rule  making  procedure  to  adopt  such  system  and  put  it  into 
effect. 
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UTILITY  DIVISION 


RCM  Section  70-134  requires  that  all  travel  expense 
forms  be  approved  by  the  Chairman  of  the  Commission. 


RECOMMENDATION : 


Require  that  this  statute  be  enforced 
or  request  the  legislature  to  change 
this  section.   It  is  not  good  policy, 
in  our  opinion,  for  the  legislature  to 
dictate  office  procedures  through  the 
statutes.   More  efficiency  would  be 
involved  if  the  agency  could  direct  or 
the  chairman  delegate  such  responsibility, 


RESPONSE 


Agree.   The  Commission  should  have  the  latitude 
to  decide  which  Commissioner  should  sign  the  chairman's 
travel  expense  form  and  also  which  Commissioner  should 
sign  travel  expense  forms  in  the  absence  of  the  chairman, 

2.    RCM  Section  70-116 


RECOMMENDATION: 


We  strongly  encourage  the  commission 
to  provide  proper  and  reasonable  guide- 
lines in  these  areas  to  enable  their 
employees  direction  for  performance 
of  their  duties. 
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RESPONSE: 


Agree.   In  order  to  perform  the  inspections,  investigations 
and  audits  allowed  by  law  of  the  Public  Service  Commission  the 
staff  will  need  to  be  expanded  considerably.   There  is  no 
doubt  that  in  the  interest  of  performing  proper  inspections, 
investigations  and  audits  that  certain  guidelines  are  necessary. 
Also,  for  the  protection  of  the  individual (s)  performing  these 
tasks  it  is  a  necessity  that  completion  guidelines  exist. 
Proper  rules,  regulations  and  guidelines,  which  must  conform 
with  previously  existing  state  law  and  regulations,  are 
not  prescribed  overnight.   It  would  be  an  exercise  in  futility 
to  prescribe  these  rules,  regulations  and  guidelines  if  no 
employees  were  available  to  perform  such  tasks.   If  these 
personnel  were  legislatively  granted,  the  Commission  will 
prepare  these  rules,  regulations,  and  guidelines.   Upon 
completion  draft  copies  will  be  submitted  to  the  proper 
authorities,  including  the  Office  of  Legislative  Auditor, 
for  approval.   Upon  final  form  confirmation  these  rules, 
regulations  and  guidelines  will  be  implemented  by  the 
Public  Service  Commission. 

3.  RCM  Section  70-129 

RECOMMENDATION:   The  Legislature  should  analyze  this 

law  passed  in  1913.   It  does  seem  to 
be  an  unnecessary  burden  to  require 
the  Public  Service  Commission  to  have 
a  hearing  each  time  a  meter  reader  is 
bitten  by  a  dog.   This  type  of  investigative 
work  is  presently  being  done  by  other 
federal  and  state  agencies . 

RESPONSE: 

Agree.   The  Commission  requests  that  this  section 
of  law  be  amended  to  read  "Resulting  in  death  or  injury 
resulting  in  hospitalization  for  a  period  in  excess  of 
three  days.   The  testimony  taken  at  such  hearing  which 
shall  be  held  at  the  discretion  of  the  Commission  shall 
be .... " 

Also  exclude  the  sentence  which  prescribes  referal 
annually  to  the  Governor's  office. 

4.  RCM  Section  70-117.1 

RECOMMENDATION:   The  Commission  should  either  hire 

trained  personnel  in  this  area  or 
seek  expert  help  on  a  consulting  basis. 
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RESPONSE: 


Agree.   The  Commission  will  seek  funds  from  the 
next  legislative  session  in  order  to  employee  an  individual 
with  at  least  a  Masters  Degree  in  Business  Finance  or  Economics 


5.  RCM  Section  70-112 

RECOMMENDATION:   Provisions  should  be  made  to  comply  with 

this  statute. 

RESPONSE: 

Disagree.   The  Commission  does  have  prescribed 
rules  and  regulations  which  provide  that  the  public  utilities 
conduct  such  examination  and  testing. 

6.  RCM  Section  70-129 


RECOMMENDATION; 


RESPONSE : 


Analysis  of  the  continuance  of  this 
statute  should  be  conducted  by  the 
legislature  and  the  agency. 


Agree.   Recommend  that  this  portion  of  the  law  be 


repealed. 

RULES  AND  REGULATIONS 


RECOMMENDATION 


This  suggestion  by  staff  attorneys 
should  immediately  be  studies.   If 
it  is  determined  that  all  rules  and 
regulations  should  be  printed  in  the 
Montana  Administrative  Code,  steps 
should  be  taken  to  comply  with  this 
statute . 


RESPONSE: 

Agree.   Submitted  is  Appendix  #1  as  substantial 
evidence  that  the  Public  Service  Commission  is  aware  of  the 
deficiency  in  the  area  of  rules  and  is  currently  attempting 
to  reduce  this  deficiency. 
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BOARD  ACTIONS  AND  MINUTES 

RECOMMENDATION:   We  recommend  this  practice  of  giving 

extensions  be  ceased. 

RESPONSE: 

Agree/Disagree.   The  Commission  recognizes  that 
as  the  law  currently  exists  it  must  be  obeyed.   However, 
an  amendment  should  be  written  which  allows  the  Commission 
the  latitude  to  grant  extensions  when  extenuating  circumstances 
exist. 


RECOMMENDATION: 


The  reason  for  termination  should  be 
established,  the  minutes  should  be 
finished,  and  analysis  of  the  termination 
should  be  made  to  ascertain  that  just 
grounds  were  used. 


RESPONSE: 

Agree.   Minute  entry  enclosed  as  Appendix  II 
ORGANIZATIONAL  STRUCTURE 


RECOMMENDATION: 


A  restructuring  of  the  organization 
chart  could  be  modified  to  set  up  one 
administrative  assistant  to  the  commission 
who's  authority  would  include  all  administratis 
duties,  leaving  the  board  free  to  make 
policy  decisions  and  sitting  in  judgement 
on  hearings  conducted  before  it. 


RESPONSE: 

Agree.   The  present  FTE  allowance  by  HB286  is 
32  FTE.   The  Commission  will  seek  additional  funding  support 
in  order  to  create  the  Assistant  Administrator  position, 

MATERIAL  RECEIVING  PROCEDURES 


RECOMMENDATION: 


The  Public  Service  Commission  should 
develop  receiving  procedures  that  would 
establish  verifiable  support  of  material 
receipts . 


RESPONSE: 

Agree.   Centralized  Services  has  initiated  the 
following  procedures: 

1.   Receipt  and  count  of  goods  received  documented 
at  the  time  of  delivery. 
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2.  Reconciliation  of  the  shipping  document  and 
the  invoice  for  goods. 

3.  Retention  of  the  shipping  document  as  a  separate 
file  until  the  next  legislative  audit. 


FILING  SYSTEM 


RECOMMENDATION 


The  Department  should  seek  the  aid 
of  an  independent  party,  such  as  the 
Department  of  Administration,  in 
developing  and  implementing  an  efficient 
and  effective  information  filing  system. 


RESPONSE 


Agree, 
the  services  of 


The  Public  Service  Commission  has  retained 
a  trained  professional  archivist  for  the 


entire  summer.   An  adequate  filing  system  is  being  developed 
and  will  be  continued  pending  legislative  fiscal  support. 
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Appendix  I 


LEGAL  DIVISION  STATUS  REPORT 


Lawsuits  Pending 

-Transportation-- 5 
-Utility — 4 


Rulemaking 

Genera 1--Pending 

1.   NARUC  Model  Rules  of  Practice  and  Procedure-- 
Approximately  12  sets  of  comments  were  received 
after  mailing.   These  are  being  analyzed  and  the 
rules  redrafted  to  bring  them  into  conformity 
with  Montana  law,  and  to  put  them  into  a  workable 
form.   New  schedule: 

-October — informal  conference  on  proposed  draft. 
-November—Notice  and  hearing. 
-December- -adopt ion 

Utility  Division 

1.  Undergrounding  of  utility  lines  in  new  subdivisions-- 
when  feasible.   Awaiting  PP&L  comments. 

2.  Prefiling  of  rate  case  testimony.   Numerous  requests 
for  hearing,  comments  in  opposition  received. 
Recommendation:   treat  in  context  of  model  rules, 
utility  rate  application  rules. 

3.  Joint  hearing  rule — numerous  requests  for  hearing, 
comments  in  opposition  received.   Recommendation: 
incorporate  revised  rule  into  model  rules. 

4.  Acquisition  rule  (legislation?). 


Proposed  Rulemaking 

Utility 

1.   Organize  committee  of  staff,  utility  representatives, 
M.C.C.  staff  to  draft  rules  setting  out  format  of 
major  electric  and  natural  gas  rate  application 
filings.   Would  be  based  on  Roth's  South  Dakota  rules, 
and  could  possibly  get  started  in  November. 
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2.  Filing  format  for  major  telephone  rate  application. 

3.  filing  format   for  water  and  non-major  utility  rate 
applications  (ma jor--non-major  differentiation  to 
be  made  on  gross  annual  intrastate  revenue  basis, 
amount  to  be  determined) . 

4.  Service  regulations,  Bill  of  Rights  committees. 
Proposal: 

1)  After  original  Bill  of  Rights  circulated, 
legal  subcommittee  report  drafted,  proceed 
to  develop  telephone  regulations  and 
common,  service-related  rules  for  all 
utilities--e.g. , 

-deposits  (Vincent  joint  resolution) 

-service  disconnections 

-any  other  matters  of  common  importance 

2)  Develop  service  standards  and  uniform  service 
regulations  for  electric,  gas,  and  water 
utilities  using  committee  approach. 


Transportation- -Pending 

1.   Authorizing  operation  of  intrastate  rate  bureaus, 
explaining  application  procedure. 


Proposed 

1.  Annual  report  form--unif orm  system  of  accounts. 

2.  Rate  application  format. 

3.  Extensive  adoption  of  safety  standards,  now  being 
enforced  as  if  adopted,  needed. 

4.  Definition  of  commercial  zone. 

5.  Requiring  operator  to  produce  documents  upon  order 
of  field  man. 

6.  Definition  of  broker. 

7.  Requiring  charter  operators  to  carry  documents 
showing  pertinent  charter  details. 

8.  Definition  of  "articles  requiring  specialized 
handling . " 
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Transportation- -Pending  (continued) 

9.  Seating  capacities  of  taxis,  jitneys,  etc. 

10.  Definition  of  bona  fide  farmer-rancher. 

11.  Definition  of  valid  shipper  lease  (form?). 

12.  Revise  insurance  requirements  (may  be  statutory). 

13.  Denying  refund  of  unused  registration  stamps. 

Legislation 
Utility 

1.  Application  fee. 

2.  Recodify  Title  70,  eliminate  overlap  with  APA  and 
any  outdated  or  useless  requirements  (Doty  memo) . 

Transportation 

1.  Adopt  ICC  exempt  commodities  list. 

2.  Clarify  8-119  to  eliminate  jail  term  in  order  to 
permit  increased  bond  amounts  (conflict  with 
Constitution  limits  present  bond  amount  to  $500) . 


Major  Utility  Rate  Cases  Coming 

-MDU  (February  hearing?) 

-MPC  (prefiling  of  testimony  and  exhibits  expected  in 

September) 
-Great  Falls  Gas  (November  filing  expected) 
-PP&L 
-Mountain  Bell 


Research  Needed 

-Commission  authority  over  sewer  utilities, 
-territorial  integrity  of  telephone  utilities. 
-Commission  authority  over  sale  and  transfer  of  carrier 

operating  authority--when  can  they  be  disapproved? 
-permissible  limits  of  use  of  utilities  for  municipal 

growth  restraints--service  obligation  (Townsend, 

E.  Helena,  Bear  Creek) 
-natural  gas  exploration-allowable  expense? 
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Coordination  with  other  state  agencies  on  energy  matters- 
examples 

-comments  on  MEAC  staff  energy  policy  proposal 
—discussions  witu  Governor  s  staj.f ,  interested  parties 
on  possible  state  Energy  Commission--PSC  should  be 
looking  at  responsibilities  a  new  state  agency  might 
have. 
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MINUT1-S March  13,  1975,  3:15  P.M. 

At  a  meeting  of  the  Public  Service  Commission  of  the  State 
of  Montana,  held  at  the  Commission's  office  in  Helena  on  Thursday, 
March  15,  1975,  the  following  members  were  present: 

Ch a i  rm an  Cor d on  Bo ] 11 n g e r 
Commissioner  P.  J.  Gil  feather 
Commissioner  Thomas  Monahan 
Commissioner  danes  R.  Shea 
Commissioner  George  Turn; 

(181)   In  the  mailer  oT  the  continued  emp]<    cnl  of  S.  bmmct  t  Kaiser 
as  (he  Commission's  electrical  inspector;  Commissioner  Turman 
moved  that  in  accordance  with  Commission  policy  to  retire  employees 
al  age  65,  that  S.  P.mmctt  Kaiser  he  terminated  with  a  two  week 
notice  and  Commissioner  Monahan  seconded  the  motion  which  passed 
with  Chairman  Bollinger  and  Commissioners  Gil  feather,  Monahan  and 
Turman  voting  aye  and  Commissioner  Shea  disscntins  . 

There  being  no  further  business  to  cone  before  the  Commission, 
t  iic  meet  in?  was  adjourned. 


I.1NG1  '•  .  Cha  i  rman 


O'.mn  i  ss  i  on  ?r 


THOMAS  G.  MOXAHAN ,  Commissioner 


i3-,     .  7]  y/ 


C 


JAMIiSTR.    SI1UA,  Co:  iissioncr 

( 

-    '  •'  -  ;:> 

!•;   TURMAX,  Coi  '  Lssroner 


•71  J'lJST 


CAlh    I:.    BliHAN 
Secret  a  ry 


(SJi.MO 


•50- 


1 


Hir.VTK  OIK  MONTANA 

IDlKK^^lRTMlKPifT   OIF  Al^MI^IHITa^ViriO^J 

DIRECTOR'S  OFFICE 

MITCHELL    BUILDING 

HELENA,    MONTANA    50001 


THOMAS  L.  JUDGE.  Governor 


V— aT 


September  27,  1976 


Mr.  Morris  L.  Brusett 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59601 


■ 


iiOR 


Dear  Mr.  Brusett: 

In  accordance  with  your  request,  this  is  the  Department 
of  Administration's  reply  to  the  recommendations  included  in  the 
audit  of  the  Department  of  Public  Service  Regulation. 

Page  13,  RECOMMENDATION 

We  recommend  that  the  Department  of  Administration 
establish  a  detailed  uniform  inventory  system. 


We  concur  with  this  recommendation  and  have  spent  consider- 
able time  developing  detailed  procedures  for  accounting  for  fixed 
asset,  that  will  become  an  integral  part  of  the  Statewide  Budgeting 
and  Accounting  System  (SBAS) .   Unfortunately,  due  to  the  major  effort 
required  to  get  the  University  System  on  the  SBAS  by  July  1,  1976, 
this  project  had  to  be  temporarily  deferred.   Hopefully,  we  can 
again  proceed  on  this  project  again  in  the  near  future. 


^incerely  yours, 


Jack  C.  Crosser 
Director 


J^l 


JCCrdr 
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